University of Wollongong

Research Online
Faculty of Business - Papers (Archive)

Faculty of Business and Law

1-1-2014

Ecological modernization and the role of environmental accounting: a study
of Chinese automobile company
Ying Deng
University of Wollongong, yd128@uowmail.edu.au

Follow this and additional works at: https://ro.uow.edu.au/buspapers
Part of the Business Commons

Recommended Citation
Deng, Ying, "Ecological modernization and the role of environmental accounting: a study of Chinese
automobile company" (2014). Faculty of Business - Papers (Archive). 504.
https://ro.uow.edu.au/buspapers/504

Research Online is the open access institutional repository for the University of Wollongong. For further information
contact the UOW Library: research-pubs@uow.edu.au

Ecological modernization and the role of environmental accounting: a study of
Chinese automobile company
Abstract
The globalised economy has changed the face of environmentalism and its application in Accounting.
The transformation turned the companies to treat the environmental issues from operating problems to
business opportunities. While the multinational corporations start to expand to the emerging market, the
problems and issues are also coming along with the expansion. In this scenario, Chinese manufacturing
industry plays prominent role. The uniqueness of State-owned-Enterprises (SOEs) has greatly
transformed the ecological modernization into their practices in terms of mass production and
management control. The agencies are considered as the reflexivity to the government using discursive
formation to convince the public about the effectiveness of system. This paper aims to examine the
environmental accounting practices of a major Chinese automobile company, Dongfeng Motor
Corporation, in the light of recent environmental reforms in china brought about by ecological
modernization ideas. The results of the analysis reveal that while the government has taken steps to
improve good environmental practices in Auto industry through reforms, automobile manufacturers have
developed their practices following Global Reporting Initiative. However, the study finds room for further
improvement and emphasise the need for examining endogenous factors related to the effectiveness of
environmental accounting to improve quality the standards and regulations.

Keywords
ecological, role, modernization, environmental, accounting, study, chinese, automobile, company

Disciplines
Business

Publication Details
Deng, Y. (2014). Ecological modernization and the role of environmental accounting: a study of Chinese
automobile company. Critical Perspectives on Accounting Conference (pp. 1-20). Toronto, Canada: York
University.

This conference paper is available at Research Online: https://ro.uow.edu.au/buspapers/504

Ecological Modernisation and the Role of Environmental Accounting: a study
of Chinese Automobile Company
Ying Deng
School of Accounting, Economics & Finance
University of Wollongong
Australia.
Contact: deng@uow.edu.au

Abstract
Purpose: The globalised economy has changed the face of environmentalism and its
application in Accounting. The transformation turned the companies to treat the
environmental issues from operating problems to business opportunities. While the
multinational corporations start to expand to the emerging market, the problems and issues
are also coming along with the expansion. In this scenario, Chinese manufacturing industry
plays prominent role. The uniqueness of State-owned-Enterprises (SOEs) has greatly
transformed the ecological modernization into their practices in terms of mass production and
management control. The agencies are considered as the reflexivity to the government using
discursive formation to convince the public about the effectiveness of system. This paper
aims to examine the environmental accounting practices of a major Chinese automobile
company, Dongfeng Motor Corporation, in the light of recent environmental reforms in china
brought about by ecological modernization ideas. The results of the analysis reveal that while
the government has taken steps to improve good environmental practices in Auto industry
through reforms, automobile manufacturers have developed their practices following Global
Reporting Initiative. However, the study finds room for further improvement and emphasise
the need for examining endogenous factors related to the effectiveness of environmental
accounting to improve quality the standards and regulations.
Design/methodology/approach: Dongfeng Motor Corporation is used as a Case study for
examination on the effectiveness of social responsibility reporting. Content analysis is then
utilised to investigate the development of social responsibility reporting from the period
2009-2012. Discourse analysis is used to understand the discursive formation used by
government onto the state-owned enterprises. In this study, the theory of ecological
modernisation is used as the framework to understand the phenomena.
Findings: Dongfeng Motor Corporation is found to have great development on the social
reporting from 2009 to 2012. The improvement of social responsibility reporting of the
company can be assessment using the reporting guidelines issued by Chinese Academy of
Social Science. The discourse of disclosures issued by Dongfeng is accordance with the
discursive formation from the central government of China. However, it is argued that such
discursive formation may not useful to solve the environmental harm caused by
modernisation activities.
Keywords: Ecological modernization, environmental accounting, automobile manufacturers
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Introduction
The raising environmental problem- “grey smog” rings the alarm to central government of
China, and the pollution is described as “extraordinary and unnatural phenomenon” to the
Chinese public (Floto 2014). Along with the globalised economy and increased fortunes of
the overall population, the growth was not substituted into the quality of social life. The
environmental disaster is no longer a consequence of environmental degradation, to be
further investigated, the rise of manufacturing, greater usage of cars and soaring energy
demand make the pollution becomes a “huge political risk”. Therefore, the questions to ask
based on the contemporary issues are, if the environmental problems have been addressed by
the industrialized companies ever since, how and why the pollutions today become a huge
concern to the emerging economy-China, and how effective the environmental accounting
has applied by the manufacturers through the reporting according to the corporate social
responsibility reporting guidelines issued by central government of China in 2013.

In this study, through the discourse of the ecological modernization, it is useful to understand
the environment reform subject to the ever-growing economic transformation of China and
the inherited social relations and its dominant economic power. It may too investigate the
internalised social and economic conflicts raised from the domination of western modernity.
Therefore, the purpose of this paper is to use Dongfeng Motor Corporation (one of the largest
automobile manufacturers in China) as a case study to understand the discourse of ecological
modernization and its implications from environmental accounting perspective in terms of
corporate social responsibility reporting.

With the underlying issues in the context of China, this study recalls and highlights vital role
of ecological modernization with respect to the application of environmental accounting. It
too emphasizes on the environmental accounting issues to the emerging market and asks for
the solutions for, not only practices but also effective regulations. This study also brings the
attention to the environmental discourse that is unique to automobile manufacturers in China
who are heavily influenced by government policies and structural reforms. Through the
discursive formation from the central government or government agencies, companies
disclose environmental information according to the guidelines issued from central
government or its agencies. In this study, the Chinese Academy of Social Science is
considered as one of the government agency to transform governmental ideology to economic
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practice and also make the organisation’s reporting to be more reflexive to government
objectives. However, the environmental harm or devastating economic activities due to vast
increasing level of production by the industrialised companies, may not be realised and being
ignored on the issued environmental reporting which used to hinder public attention.

With increasing level of globalisation, the ideology of industrial nature of modernity
permeates the operation of companies in China through joint ventures. The central
government of China used the discursive of ecological modernization to outline the issues
related to environment harm and may also be determined as a means to detriment the public
attention.

Ecological modernization
Ecological Modernization was first addressed during the 1980s (Mol and Sonnenfeld 2000).
The theory demonstrates the belief that the raising social and economic activities have
brought the environmental harm, especially from the industrial production and that the
market actors existed in the society should play a proactive role in such environmental reform
in order to manage and control the impacts to society (Everett and Neu 2000). According to
Mol and Sonnenfeld (2000), the ecological modernization theory intends to analyse
consequences of environmental reforms due to economic activities, and how government
policies deal with the environmental consequences through their discursive practices.

However, there are many debates were associated with the origins of ecological
modernization. For instance, the arguments were mainly made by the counter-productivity or
deindustrliasation (Spaargaren and Mol 1992; Mol 1995) theorists and the neo-Marxists. The
former ideology promotes the belief that environmental degradation is proved to be negative
consequence of modernisation, and therefore the industrialization should be ended. But this
perspective was eventually considered as losing the contact to the contemporary issues.
Nevertheless, the ecological modernisation was later proposed as vis-à-vis reflexive
modernization project (Mol and Spaargare 1993). The ideas refer to the relationship among
political and social classes, was emerged in a new form associated with new market and
economic actors. The uncertainties of the raising new relationship intensify the environmental
risks (Mol 1996; Hogenboom et al. 1999; Cohen 1997; Hajar 1995).
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With respect to the neo-Marxist theories, ecological modernization theory was emphasized by
many some authors with their inspirations. For instance, the presumed undertheorised notions
of power (Leroy 1996 cited in Mol and Spaargaren 2000), social contexts and ethical issues
(Blowers 1997), neglect of emancipatory concerns (Bluhdorn 2000) and absence of human
agency (Smidt 1996 cited in Mol and Spaargaren 2000). The merits of these literatures
highlight the environmental conflicts and concerning the greening production and
consumption via the environmental reforms.

Although the development of ecological modernization theory had been through serve
criticisms. What is important in this study is to understand and analyse social change of
China and respond to the fundamental conflicts from environmental crisis and its implications
to the accounting practices through ecological modernization theory.

Environmental Accounting and Corporate Social Reporting (CSR)
As the environmental issues gets more intensified these days and which are considered as the
consequences of industrial production, the accounting practices with respect to the problems
become questionable. The issues related to environmental accounting have been discussed in
various topics and levels. For instance, Trotman and Bradley (1981) and Cowen et al. (1987)
examines the association between social and environmental disclosures and firm
characteristics; social and environmental performance and economic performance (Fry and
Hock 1976; Bowman 1978); relationship between disclosures and stock market reactions
(Belkaoui 1976); analysis on disclosures and environmental performance (Ingram and Frazser
1980; Freedman and Jaggi 1982; Wiseman 1982; Rockness 1985); and relationship between
disclosures and external pressures (Roberts 1992; Neu et al. 1998).

With the increasing concerns to the environmental issues, the reporting from corporations to
respond to the request from public is found mainly through corporate social reporting.
According to Wiseman (1982), in order to satisfy the demands for environmental reporting,
majority of Fortune 500 firms were not only disclose environmental issues in footnotes of
financial reports required by SEC, but also the related information were also found in other
parts of the financial reports. However, the quality to the environmental reporting was a
major concern. Jenkins and Yakovleva (2006) further investigate the trends of social and
environmental reporting by looking at the world’s 10 largest mining firms. The reports on
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corporate social responsibility were found to be more sophisticated, however the variations of
reporting in terms of policy development, emission, pollution and measurement used for
environmental performance were not comparable. Lack of uniformity and evaluated and
effective standards for auditing were considered as the profoundly detrimental factor to the
variability.

Further Everett and Neu (2000) found the juxtaposing relationship between environmental
accounting research and ecological modernisation. The rhetorical forms of presentation of
environmental reporting are heavily influenced by the domination of power in society (e.g.
government) in particular the developing country. The discourse of ecological modernization
from the central state is harmonised with the discourse of environmental reporting (Lehman
and Tinker 1987).

The relevance of Chinese Automobile Industry
The automobile industry is regarded as the pillar industry in China, which also indicates the
important role played by central government of China in determining policies and future
development of the industry. The ever-growing economy in China accelerates the
transformation of the local automobile industry in terms of sales, production and
technological innovation and efficiency. At the mean time, the development of economic
activities also brings negative impacts to the society, for instance, congestion, emission and
pollution. At this stage, the role of state has real significance. Central government of China
functions not only in terms of adjusting economic activities, but also guiding the industry
policy – setting and executions. In order to be legitimised and allied with the central policies,
the automobile manufacturers are presumed to adopt the guidelines promoted by central
government (for instance, the corporate social reporting guidelines). Such paralleled
discursive formation is pronounced found through annual financial reporting.

The relevance of Dongfeng Motor Corporation
Dongfeng Motor is considered as one of largest automobile manufacturers and state-owned
enterprises in China. As the corporation has achieved 3.07 million of car sales in China in
2012 that it also raises the important role played by the corporation in the social and
economic environment in the country. As a “central controlled enterprise” (DFMC Social
Responsibility Report 2012), the corporation announces itself as to work closely to the
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implementation of government policy (e.g. the “12th Five-year” strategy), and in particular
with regards to the development and requirements of social responsibility. Therefore the
rhetoric of social responsibility of Dongfeng Motor is presumed to walk together with
objectives of central government.

To the nature of the automobile manufacturer, it also produces vast amount of emissions to
the environment. Therefore, the reported production volume, sales, emissions and pollutions
are vital for the users to understand the environmental harm due to the automobile
manufacturer’s production.

Methodology
Corporate social responsibility reports of Dongfeng Motor Corporation from 2009 to 2012
are selected first for this case study. Since the central government of China issued major
adjustments to guidelines for reporting corporate social responsibility in 2009 which aims to
make the reporting guidelines to be more applicable the context of Chinese environment,
therefore, the selected sample of corporate social responsibility reports is ranged from 2009
to 2012 in order to investigate the discursive formation transferred from state to companies.
A content analysis is then conducted by using the methods used by Jenkins and Yakovleva
(2006), the guidelines of corporate social responsibility reporting from central government is
translated and used as the criteria to investigate the correspondence of executions from
Dongfeng Motor Corporation. Discussions on the discursive formation of ecological
modernization from central government to Dongfeng Motor Corporation are then derived
using discourse analysis. Since Dongfeng Motor Corporation is the only company focused in
this study, the comprehensive analysis carried out follows strategy of case study.

By examining the social responsibility disclosure of Dongfeng Motor over the period 20092012, aims to find out how he content reported by Dongfeng Motor has changed overtime.
And, we also question whether the reports have been developed consistently over the period.
Further, as we are using the general indicators indicated in the CASS-CSR 2.0, the alignment
of reporting is accessed against those indicators. Thus, the research questions investigated in
this paper are,
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1. What is the development of corporate social responsibility reporting of Dongfeng
Motor Corporation from 2009 – 2012
2. Has Dongfeng Motor Corporation’s reporting comply with the guidelines developed
by Chinese Academy of Social Science？

Methods of Reporting
According to the following table summarized from Dongfeng Motor Corporation Social
Responsibility Report from 2009 to 2012, the company is found to have increased realization
of social responsibility owed to the environment. There is only 37 pages of Corporate Social
Reponsibility report in 2009 has increased to 90 pages in 2012. Within the reports, company
has clearly stated the compliance to the Global Reporting Initiative (GRI) and the Corporate
Social Responsibility Reporting Guideline developed by the Chinese Academy of Social
Science (version CSR 1.0 and CSR 2.0). Further, in order to make the GRI to be more
applicable to the local context, Chinese Academy of Social Science has merged the items of
GRI and developed new set of indictors for organizations to prepare CSR report.

Table 1. Dongfeng Motor Corporation Corporate Social Responsibility Report Profile
Report Year

Published
Page
Number

Global Reporting
Initiative (GRI)
benchmarking

2009
37
YES
2010
38
YES
2011
80
YES
2012
90
YES
YES: indicated compliance with reporting guideline
NO: no indicated compliance with reporting guideline

Chinese Academy of Social
Science CSSS-CSR
benchmarking
YES
YES
YES
YES

Discussion
The analysis of the corporate social responsibility report of Dongfeng Motor Corporation,
China revels a positive development of reporting to its environmental responsibility. This is
useful to answer the first research question. Not only they increase the volume of reporting by
disclosing more information, but also providing detailed solutions and figures to the relevant
information. According the assessment of indicators that disclosed in the reports, Dongfeng
had achieved more indicators since 2010.
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What to be most important is, the alignment to the Global Reporting Initiative and CSR
guidelines has been informed at beginning of each report. This may indicate a strong
compliance to the government policies from automobile manufacturer. According to Table 2.,
within the summary of general indicators of CSR 2.0 reported by Dongfeng Motor
Corporation, it has stated the compliance with the reporting guideline by including the report
standard, senior executive foreword, responsibility model, company introduction and key
performance list. The company also indicate the improvements under the responsibility
management (series G). Some items within responsibility governance (G2.1, G2.2),
responsibility integration (G3.2 G3.3), responsibility performance (G4.1, G4.2, G4.3), and
responsibility communication (G5.2, G5.3, G5.4, G5.5) which are not included in 2009 social
responsibility reports and now all reported from 2010 onwards. Government responsibility
(S1.6),

employee responsibility (S2.16, S2.17, S2.23, S2.25) and resources and energy

saving (E2.7, E2.9, E2.11) indicate the same change.

On the one hand, the government has its discursive impacts on the local manufacturer too.
This evidence also proof the assumptions made by ecological modernization. Due to
increasing level of modernity in China, the raising consumption of cars and energy intensify
the environmental problems may be inferred the social responsibility reports. Therefore, the
Chinese Academy of Social Science announced to modify the social responsibility reporting
guidelines in order to apply more to Chinese context. This effort has been clearly recognised
by the reports issued from Dongfeng Motor according to their reporting. The discourse of
ecological modernization is also found to be applicable along with the environmental
accounting practice (CSR reporting).
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Table. 2 Summary of General Indicators of CSR 2.0-DONGFENG MOTOR CORPORATION
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It seems that the environmental issues or problems should be solved or reduced by the
recognition of pollution producers. However, due to recent concerns raised with regards to
the “grey smog” in China, the quality of environmental reporting becomes questionable.
Should more environment indicators be produced by government according to the new issues
and included in the environmental reporting? Or, to the nature it is the quest of modernity?
Or, the environmental reporting is a means of hinder public attention used by the corporatists.

Conclusion
The recent environmental harm- “grey smog” raised the attention to the quality concern on
the environmental reporting in China. Therefore, this paper identifies the development and
improvement of environmental reporting by using Dongfeng Motor Corporation, China as the
case study. Under the conceptual framework of ecological modernization, the detrimentally
manufacturing behaviours are considered as having fatal injuries to the environment.
Therefore, based on the analysis carried out on the corporate social reports produced by
Dongfeng Motor, both government and the automobile manufactures are found to recognise
the impacts and be accordance with the Global Reporting Initiative and CSR reporting
guidelines issued by the Chinese Academy of Social Science. The central government is also
found to align its purposes with local manufacturer by using the discourse of governmental
policies.
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However, it can be argued that the improved or developed environmental reporting may not
be effective as to the raising concerns over the environment. The indicators may not be
responsive to the problems or issues. Therefore, it is argued that, based on the discussion of
this paper, the endogenous factors related to the effectiveness of environmental accounting
may be requested to the quality of recognised indicators or the quality of standards or
regulations involved, which may be useful for future investigation.
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Appendix 1. General Indicators from CASS-CSR 2.0, Chinese Academy of
Social Science
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Source: China Corporations Social Responsibility Report Guidelines, Chinese Academy of Social Science-CSR2.0,
2013, viewed on 20th February,
<http://www.sasac.gov.cn/n1180/n13307665/n13307681/n13307864/n13333539.files/n13222568.pdf>，pp.133-138.
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